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ABSTRACT 
This paper explores the prospects and problems of IFRS adoption in Nigeria whose 
implementation roadmap began in 2012. After considering the historical evolution of 
IFRS, the analysis shows that a lot need to be done by the regulators especially the 
Financial Reporting Council of Nigeria (FRCN) to stem the tide of negative 
consequences that the wholesome adoption may bring especially on IFRS adoption by 
SMEs. The study recommends that SMEs be allowed to revert back to NIG. GAAP over 
a period of time long enough to address problem areas like infrastructural decay, 
trained work force etc. 
 




Prior studies in the context of financial reporting literature find divergent reasons for the 
international differences between reports of jurisdictions and in adopting the new accounting 
language (Bova and Pereira, 2011; Brown, 2011; Kantudu, 2006). These differences in 
corporate statements arose from lack of good corporate governance practices, which adversely 
affect both current and potential investors in making business comparison and having a choice 
of undertaking in both local and international market. With globalization and the switch to 
Information and Telecommunication Technology (IT), a country’s corporate entity no longer 
waits to buy or sale a product within its jurisdiction.  A common accounting language is required 
to bridge the lacuna in the drive for standard business reporting. Thus,   Lazar et al. (2006) and 
Daske (2006) opine that a standard financial reporting framework will allow for more value 
relevant reports in the area of comparability, understandability and transparency to attract 
intending shareholders. 
 The push by multinational and transnational corporations to trade internationally made them 
expand their strategic alliances outside their own nationality through e-commerce, e- banking 
and e-procurements (Sidik and Abd Rahim, 2013).  Universal regulators (World Bank, IMF, 
IOSCO, etc) support the IFRS because they believe that the use of common standards in the 
preparation of financials will make it easier to compare the financial results of reporting entities 
from different geographies (Pacter, 2014).  
According to Korea Accounting Standards Board Financial Supervisory Service (KASBFS, 
2013) adoption of IFRS is no longer an option. It has evolved into an indispensable means for 
literally all those engaged in this globalised economy of today. Therefore, the urge for 
international harmonization as companies seeks finance at the least cost anywhere made the 
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international accounting standards committee to restructure itself for the challenges ahead. This 
body known as the International Financial Reporting Standards (IFRS) was formally the 
International Accounting Standards Board (IASB). 
The International Financial Reporting Standards (IFRS), which came on board in 2005, is the 
principal regulator for setting the universal accounting framework. Other regulators and standard 
setting bodies like the World Bank, Financial Accounting Standards Board (FASB) and other 
professional bodies and institutions with differing expertise from different nationalities also 
contribute. 
The move towards a universal accounting language for business gathered  momentum as IFRS 
are converged with  local standards,  endorsed or fully adopted by jurisdictions and in  the case 
of Nigeria in 2012 (IFRS Foundation, 2012). According to the survey conducted by Deloitte 
Touche Tohmatsu (2012) there are over 125 countries worldwide which adopt, converge or 
require IFRS for their country’s domestic financial transactions and international businesses.  
In addition to its flexibility, IFRSs new is accounting paradigm emphasis on: 
a) principles rather than specific rule 
b) economic substance rather than legal form 
c) consolidated statements rather than individual financial statement and 
d) on fair value measurements rather than on historical or traditional cost concepts. 
Despite the benefits inherent in the IFRS however, a lot of concern is being raised on its 
practicality especially in its implementation by the small and medium scale enterprises in Nigeria 
(Oduware, 2012; Obuh, 2012; Obuh, 2012).  
Based on the problems highlighted, this paper sets to examine on the probable consequences 
of IFRS adoption in Nigeria generally and by the SMEs in particular. 
The paper proceeds with a discussion review of prior literature on IFRS adoption. The next 
section deals the research methodology, with the results of the study are reported in the next 





Financial reporting architecture in Nigeria 
The Institute of Chartered Accountants of Nigeria (ICAN) established in 1982 became the official 
accounting and finance regulator responsible for all accounting and financial issues in Nigeria in 
1992 (World Bank, 2004). However, the act which gave ICAN the power of regulation stem from 
the Companies and Allied Matters Act (CAMA) of 1990 which also mandated all companies in 
Nigeria to prepare and issue annual accounts and reports using the Statement of Accounting 
Standards (SAS) issued by the Nigerian Accounting Standards Board (NASB) established in 
1996 (World Bank, 2004). 
With globalisation and the ever pressing need to align with accounting best practices in 
financial reporting, the federal government of Nigeria in consultation with all stakeholders 
(public and private) decided in September 2010 to set in motion the process of convergence 
from local GAAP to IFRS beginning with ‘public interest entities’, which includes not only 
quoted and unquoted companies but also governments, government organisations, and not-
for-profit entities that are required by law to file returns with regulatory authorities effective 
January 1, 2012 (World Bank, 2011; Nneka and Rotimi, 2012; IFAC, 2009). Moreover, applying 
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the phased adoption method, other public interest entities keyed in on January 1, 2013; while 
the Small and Medium Enterprises followed suite on January 1, 2014 (World Bank, 2011, 
Anyahara, 2012; Bewaji, 2012). 
Based on the explanations proffered above, the adoption of IFRS is a necessary alternative that 
the regulatory authorities in Nigeria had to take (Anyahara, 2012). Further studies by (World 
Bank, 2004; Kantudu, 2006) find the financial reporting literature in Nigeria to be deficient and 
grossly inadequate to meet the increasing challenges in the global business landscape.  As the 
opportunity present itself therefore, government of Nigeria quickly went into the drawing board 
and finally came up with a roadmap to IFRS adoption in 2005. 
The IFRS adoption in Nigeria saw public listed entities and significant public interest entities 
applying IFRS on 31December 2012; followed by other public interest entities  on 31December 
2013 and finally the small and medium scale enterprises (SMEs) to effect on 31December 
2014(Oduware, 2012). 
The adoption of IFRS by Nigeria was an outcome of a professional advice granted by the 
experts. It is widely believed that full adoption of IFRS though with some initial implications has 
the most significant impact on accounting and financial reporting quality as it enhances greater 
transparency and disclosure in financial statement (Ball, 2006; Epstein, 2009). 
As part of its benefits, Sunusi (2010) observe that adoption will facilitate the growth of 
international trade and investment, particularly in attracting the flow of direct foreign investments 
in order to accelerate the country’s pace of industrial growth and development. 
Further benefits of IFRS adoption by Nigeria is the emulation of well-established professional 
standards of behaviour both in conduct and in practice as legitimate and fully fledge members of 
the international accounting community. 
 
Studies on IFRS adoption in Nigeria 
Adekoye (2011) agree that the adoption of uniform standards cut the cost of doing business 
across borders by reducing the need for supplementary accounting information thereby 
enhancing evaluation and analysis by investors and other users. Hence, IFRS adoption in 
Nigeria is noteworthy for the healthy growth of both capital and money market as entities are 
able to assert full financial statement compliance.  
Commenting on the framework, Anyahara (2012) uphold the decision of the Federal 
government in Nigeria for the mandatory adoption of IFRS and its desirability arguing that by so 
doing Nigeria contribute to the global accounting harmony, which remains indelible for posterity. 
 
 
IFRS adoption in Nigeria- The Journey so far 
The primary objective in IFRS adoption is the belief that a common accounting language around 
the world is necessary to improve comparability, transparency and disclosure in financial reports 
so that  investors can have confidence in companies' financials regardless of what country they 
came from (Pashko, 2010).  
Nigeria declared its intentions to adopt IFRS in 2005 which, came into effect on January 1, 2012 
is expected to bring with it tremendous benefits to the country as a global player in the 
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international oil market. However, recent happenings within the economy indicate some 
disturbing scenarios capable of derailing the benefits of   IFRS adoption. For instance, in a study 
by a member of FRC, (Oduware, 2012) report the level of adoption by some visible sectors of 
the Nigerian economy fail far short of expectations.  
In that report, Oduware tells us that the information and telecommunication sectors ranking is 
the lowest in terms of compliance! IFRS adoption and compliance is mandatory and the IT sub-
sector in this age of the dot.com bubble the expectations are that the performance of this all 
embracing sub-sector is second to known as is the case with some nationalities in the world. 
Secondly and most importantly is the issue of SMEs.  These groups of entities dominate the 
business world. In all geographies from the developed to the developing, over 99% of 
companies are SMEs as they have less than 50 employees. Pacter (2014) reports not fewer 
than 21 million SMEs in the European Union and over 20 million on the United States alone. 
Studies by scholars on IFRS adoption in Nigeria documents satisfactory levels of compliance 
with directives given by the Financial Reporting Council (FRC). For instance, Terzungwe 
(2012) reports scheduled IFRS implementation by public listed entities and significant public 
entities in accordance with the guidelines. Business day magazine (2014) quotes the President 
of ICAN as saying that: “all the listed companies and significant public interest entities in 
Nigeria adopted IFRS on January 1, 2012 while all the public interest entities were expected to 
have adopted IFRS on January 1, 2013”.  
The SMEs are now in their fourth month of IFRS (January 1 to April, 2014). However, the 
recent outcry by the President of SMEs in Nigeria and public pronouncements by even some 
professional authorities’ call for a revisit to the adoption roadmap for the SMEs for two cogent 
reasons.  First, the capital outlay for these enterprises is negligible. The business is largely 
family based with little or no literate person for effective supervision and employs mostly family 
members, neighbors’ or close associates. 
Finally, there is an acute shortage of trainers to go round all the enterprises in Nigeria as aptly 
stated by ICAN former President Mr. Owolabi (2012) which means lack of trained manpower 
within the SMEs and shortage of professional skills from the” Big 4” to go round all the entities 
and help them prepare their financials for a fee. This brings us to the most cogent problem of 
the moment- the adoption of IFRS by SMEs which keyed in since 1 January 2014 and the 
likelihood of full compliance with the adoption. 
 
Why IFRS adoption 
International Financial Reporting Standards (IFRS) adoption has gained momentum in recent 
years all over the world. As the capital markets become increasingly global in nature, more and 
more investors see the need for a common set of accounting standards. IFRS is used in many 
parts of the world, including the European Union, Hong Kong, Australia, Malaysia, Pakistan, and 
GCC countries, Russia, South Africa, Singapore, Nigeria and Turkey among others. As in 
December 2013 more than 125 countries around the world, including all of Europe, currently 
require or permit IFRS reporting (Mary, Okoye and Adediran, 2013). 
With IFRS according to Abiola and Ojo (2012) companies do not have to operate in isolation as 
all uses the same accounting language thus easing comparability, reduced cost of accessing 
capital markets and for tax purposes. It will further reduce the burden of complex consolidations 
between local and multinational companies during mergers and acquisitions as it will eliminate 
the need for multiple reports and lower the cost of raising funds, reduce accountants’ fees and 
enable faster access to all major capital markets. Furthermore, it will facilitate target setting and 
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milestones by companies based on globalised business framework, rather than an inward 
perspective.  
Convergence to IFRS, by various group entities, will enable management to bring all 
components of the group into a single financial reporting platform. This will eliminate the need 
for multiple reports and significant adjustment for preparing consolidated financial statements or 
filing financial statements in different stock exchanges (Ajogwu, Nwabu and Mordi, 2012). This 
is because global users i.e. stakeholders would require sound understanding of financial 
statement for them to transact at every market. Hitherto, different countries adopt accounting 
treatments and disclosure patterns with respect of the same economic event in different ways 
which often a time create confusion and distrust among the users while interpreting financial 
statements.  However, today’s business can only be made possible if there is a universal 
accounting language that is readily understood and applied by all and sundry. Globalisation has 
already gained recognition as financial exchange of information and services in a meaningful 
and trustworthy manner is on the increase on daily basis (Ikpefan and Akande, 2012).  
 
IFRS adoption by SMEs in Nigeria 
Small and medium-sized enterprises (SMEs) dominate both the developed, developing and 
transition economies business world. In virtually every jurisdiction, from the largest economies 
down to the smallest, there is now a consensus among state policy makers, development 
economists as well as international development partners that these enterprises [SMEs] are a 
potent driving force for industrial growth and overall economic development. Over 99% of 
companies in the world today have fewer than 50 employees. For instance, there are 21 million 
SMEs in the European Union and 20 million in the United States alone (Safiriyu and Njogo, 
2012). 
 
In Nigeria, the smallest in this group of enterprises are the microenterprises. These enterprises 
being a veritable tool of economic development are pursued for attaining one of the millennium 
development goals of eradicating extreme poverty in Nigeria. Poverty is caused by inadequate 
incomes and incomes result from gainful employment which SMEs are widely known to provide 
(Safiriyu and Njogo, 2012).  
 
The mission in IFRS for SMEs is to provide a benchmark which allows financial statements to 
be prepared for use by lenders, vendors and other creditors, outside investors, credit rating 
agencies, and other stakeholders. The goal is to improve the SMEs’ access to capital (Bewaji, 
2012). 
 
The global acceptance and adoption of IFRS by SMEs which was officially released by IASB in 
July 2009 after an extensive consultation worldwide have been gaining momentum as over 70+ 
countries all over the world use the new accounting framework (Bewaji, 2012; PwC, 2013). 
However, the adoption by Nigeria is not without some reservations. As accounting to Owolabi 
(2012) the wholesome adoption no doubt has propound implication especially for the SMEs as 
IFRS is not just an accounting exercise. 
Firstly, there is the issue of cost implications in terms of personnel training and user friendliness 
which fundamentally places the SMEs at a disadvantage as they encounter only a narrow range 
of simple transactions without public accountability, with few employees and often owner 
managed  with low/moderate level of revenue and gross assets (IFRS Foundation, 2009; Obuh, 
2012; Oduware, 2012). 
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Second is the anticipated difficulty in the application of the standards by SMEs due to lack of 
specificity and precedent in the market place as capital is now a global commodity. Therefore, 
IFRS adoption results in local financial statements that are readily understandable and 
acceptable in global markets (PwC, 2013). 
Finally, there is a need for concerted effort to raise the awareness of SME entrepreneurs in 
terms of staff education, training, guidance, tools and sharing of experiences (IFAC, 2011). 
 
METHODS 
In addressing the issue of IFRS adoption in Nigeria, this article adopted a contextual review 
approach of existing literature. The paper is secondary based on an examination and analysis of 
issues documented in major publications both print and electronics as in reputable newspapers, 
magazines, periodicals, bulletins and the World Wide Web (WWW). It also consults 
documentary materials from professional accounting bodies (in particular related to reporting 
regulation, conferences, training and education) and in government statutory documents as 
gazzetted. 
 
DISCUSSION OF FINDINGS  
Various studies on the perceived benefits of IFRS adoption on global basis and in Nigeria in 
particular have been documented in the literature by scholars such as (Leuz and Verrocchio, 
2000) on decreased cost of capital, (Bushman and Piotroski, 2006) on the efficiency of capital 
allocation in companies (Young and Guenther, 2008) on the international capital mobility 
consequent upon globalisation, (Christensen, Hail and Leuz, 2013; Ahmed, 2011) on capital 
market development through foreign direct investment (Christensen, Hail and Leuz, 2013; 
Adekoya, 2011; Cai and Wong, 2010) on the increased market liquidity and value (Brochet, 
Jagolinzer and Riedl, 2011; Okere, 2009) on enhanced comparability (Bhattacharjee and 
Hossain,  2010) on cross border movement of capital and (Borker, 2013; Bruggemann, Hitz and 
Sellhorn, 2012; Mike, 2009) on improved transparency of results (Brochet, Jagolinzer and Riedl, 
2011) on financial statement comparability and information asymmetry. 
Inspite of the benefits listed above however; there are some obstacles and problems stemming 
from implementation, to changes in related systems, unexpected additional costs, lack of 
accounting professionals and unwelcoming public sentiments. Others as highlighted by scholars 
include: 
a) potential knowledge shortfall, as documented by (Alp and Ustundag, 2009) 
b) legal system effect due to differences between code law and common law countries 
(Armstrong et al., 2008; Li and Meeks, 2006) 
c) tax system effect (KASBFS, 2013; Ke, Young and Zhuang, 2013; Anyahara, 2012; 
Oduware, 2011; Shleifer and Vishny, 2003) 
d) education and training (Irvine and Lucas, 2006) and 
e) enforcement and compliance mechanism (Martins, 2011) 
 
CONCLUSION 
The adoption of IFRS by Nigeria has several far-reaching implications. First, the credibility of 
companies’ financial statement enhances the Nigerian money market, as banks are in the lead 
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as IFRS adopters (Oduware, 2012). This paper suggests IFRSadoption for SMEs deferment 
beyond in 2014 or be left optional for small and medium size entities (SMEs).  FRC should 
continue with Nig. GAAP for SMEs over a defined transitional period with a focus on minimizing 
transition costs, long enough to address problem areas like infrastructural decay, lack of trained 
work force etc. This provides the Council an ability to modify or supplement IFRS in the public 
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